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PROBLEM 1 

This problem is based on “Commodity Price Shocks and Civil Conflict: Evidence from 
Colombia”. 

(i) What is the main question which is investigated in this paper? Discuss the two possible 
theoretical linkages between income shocks and conflict. In which sectors (capital intensive/ 
labor intensive, resources/agriculture) would you expect one or the other to dominate? 

(ii) With the help of equations (1) and (2), discuss the main identification strategy. 

(iii) Look at Table 4. How can migration affect the main results? What do the authors do to 
account for this issue? Consider the possibility of collusion between government groups and 
paramilitary groups. Look at columns (3) and (4). How do the regressions here confront this 
issue of collusion? 

 

 

 

PROBLEM 2 

This problem is based on “Crime Induced Poverty Traps”. 

(i) Describe the concept of equilibrium in this model. Is π=0 absolutely critical in 
equilibrium? What modification (if any such exist) is required in the model to sustain π>0 in 
equilibrium? 

(ii) Consider the case of public employment programs. Suppose like before that the total wage 
bill for these public workers is collectively borne by the private firms. Now assume that these 
public workers are actually productive (the public workers by being productive improve 
infrastructure which reduce firms’ costs). However, this reduction in costs is lower than the 
increase in costs due to their wage bill. Can such a program help escape the poverty trap? 
Discuss. 

 



 

PROBLEM 3 

This problem is based on “Opium for the Masses? Conflict-induced narcotics production in 
Afghanistan”. 

(i) What is the main research question in this paper? Distinguish between the two 
mechanisms: (a) the link from opium production to conflict and (b) the channel from conflict 
to opium production. 

(ii) Consider Table 5 in the paper. This is the table which has regressions regarding casualties 
in the different phases of planting/growing/harvesting. What is the story the authors are trying 
to put forward by means of the results in this table? 
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